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OLL 83-2383
3 October 1983

MEMORANDUM FOR THE RECORD

SUBJECT: Introduced Legislation Requiring the
Department of Defense (DOD) to Increase
Its Use of Formal Advertising

1. Attached are copies of the 28 September 1983
Congressional Record that announces the introduction of
S. 1904. Please also note that a companion bill--H.R. 4005--
has Jjust been introduced in the House. Both involve
increased DOD use of formal advertising, decreased use of
negotiation, and other issues.

d 2. The Office of Legislative Liaison will monitor the
progress of this legislation and report further as
appropriate.

STAT N .

Liaison Division
Office of Legislative Liaison

Attachment
As stated

Distribution:
Original - OLL Record w/att
- OLL Chrono w/o att
- D/OLL w/o att
- DD/OLL w/o att
- D/OL w/o att
- ¢/pPMs/OL w/att
- c/L&PLD/OGC w/att
- ¢/LD/OLL w/o att
¢/LEG/OLL | w/att
- ¢/sL/OLL w/att
- C/HL/OLL w/att
- TBC Subject 7/att
- TBC Chrono w/o att
STAT LD/OLL| (4 October 1983)
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bill will go< oward resolving
those false perceptjonsand encourage
the public tp—€tbrace the program
with greatef confidence. ) :
This bifl incorporates the essence of
legislation FET0 e Inst vear to
put into statute that th isprogram will
always be totally-voluntary but will
provide an ipce€ntive in the form of re-
duced posgil rates far those businesses

AN W

- who do.chag e to use the ZiF+4.
The bil? forbids the Pgstal Service
frorm engaging in pykdcity efforts

aimed at those mol Ikely to use.
ZIP =4, such ggéach householder, and
requires thit the delivery standards.
for the cw t five-digit ZIF cade user
not be adversely affected as a result of
the implemertEXITIT© 4. We feel
that suchr & legistative Yeq girement
will prohibit thre Postal S ervice from
engaging br po ¢ which might
lead one to beljs vé thrat he or she must
use the new code, wirch is not true,
and will re those who choose not
to use the expanded code that their
mail will not be delayed-in.order to de-
liver ZIP+4 mail. - e

The bill" also- require
Service: to> establis

“tire Postal
arr appropriate

system of ords to- enabie muailers to
obtain the m v ZIP+ 4 code in-
formation.

Again, I canmot stress_enoughr the
importance of the ZIP+4 program and
the resulsing zufomsationr to the ef-
forts to hold dqwn postal rates. I urge
that we mowe forwart } the pro-
gram. A positire step izrtirat directiomr-

. is support and passSage of this legisle-
tion.

By Mr. GRASSLEY (for himset,
Mx. Pryog, Mrs. KASSERADM,:
Mr. ProXMIRE, Mr. BOSCHWITZ,
and Mr. MELCHER)

S.1904. A bill ta require that the De-

. partment of Defense increase the use
of forma}l advertising. in ihe- procure-
ment aof property and services, to-limit
the circumstances under which such
deparument may award contracts by

negotiation, to establish. additional re-—.

quirements with respect. to- the negoti--
ation of cantracts by such department,.
and for other purposes; to the Co
mittee or Armed Services. .
. CREEPING CAPITALISM S
Mr. GRASSLEY. Mr. President, we
are all aware of the spare-parts over-
pricing problem. It has been well-docu-
mented, and widely publicised. But
now it is time to oifex solutions to this
probiem. - o
The problem of overpricing does not
- pegin and end with spare parts- It ap-
plies equally to weapon systems.. It is
the product of a bureaucracy behaving
as a monopoly. All the incentives are
structured to insure that we get exact-
ly what we have gotten. o
“We see-the cumulative effects of the
problem in the form of an underfund-
ed defense budget. It is 8 pervasive
problem, brought about by the natural
tencdency of the Pentagon toward cen-
tralization, control, and the adminis-
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The system suffers from a lack of com-
petition.  Unless eompetition is
brought to bear in the Defense De-
partment, our Gefense will dimirisk to
a critical degree. -
Today Semsior Pryor and I intro-
duce a bil} to force the Department of
Defense to increase the use o compet-
itive bidding in its purchase of gaols
and services. It is interded to reverse a
ld trend towsrd in-

creasing bureaucratizatior ancd monop-
aly within the Defense Departreent. It
is & bil} which condronis & problem
whieh has not deveioped oxernight,
ané therefore capnct be righied over-
night. ’ :
“This bill is an onportant step inx car-
recking & very serious ané longstand-
ing structural deficieney. It is also ax’
important step- toward congrolling
costs and eliminating tbe underfund-
ing problem in the Defense budget. It
would compet DQD to evolive toward:
an arcgngement that is mare harmoni-
ous. Wwith: our natiopally accepted
values when it comes to the produc-
tion of goods and services. It-is « case
of bringing. DOD business into line
withr thie way the rest of America does

Very briefly, the bilh would do the
following: - .-

It would modestly increase the
amoxmt of Delense doilars subject to-
formal advertising, by 5 percent per
year until 70 percent of all funds are
competitively bid. The current figure
estimated by GACQ is roughly € per-

cent.
~ 1f DOD did pot meet its ohligation
to imcrease formal advertising by S

_ percent. i any given: year. tben the

Departiment’s: funds for alk negotiated
contracts would be frozen: :
Al cost and pricing datz, as well as
the maxres of those who negotiate con-
tracts. would be made part aof the

many - loopheles, -or
forr) advertising

exceptons,  to:
which - presemntly

allow DOD to ignore true competition -

and instead negotiste contracts-
And the bill would require that for-
mally advertised contracts be rebid: 34

_least once every 3 years. . .
The intention belrind tbis bill is to

change the context or the framework
that DOD operates in. If would reor-
jent the Pentagon, away fromx monop-
oly -and. cemtralization, ‘and instead
toward free market competition. It s
not an attempt to micromanage. In-
stead. the bill very clearly defines an
objective, a set- of goals, and a timeta-

ble by which to-reach those goals. Al-

though it would give the Pentagon a
long period of time to learn the art of
competition, the bill is adamant about
what. it would require DOD to- do over
time. - . .
. Those of us who introduce this bill

are under no-illusions that reversing.

the ingrained pstterns of the Penta-
gon bureaucracy will be very easy.

There is an enormous constituency for

tering of “prices through negotiations. ‘business as usual. There will be an

—
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.ferent from the prixste sector- ¥t i~

_ ble deal in buying serviceser supplies. _,."

domain.
bill would also eliminste the

_ tracts, and especially follow-ons, are

- eral Accounting Office and the Oftice -

September 28, 1955 8

enormous struggle to keep. the ides of i
true competition alive, unéil more- -
people are dexiving benefits from eom— i
petitinntmtmmthepraem systeny. . -
Until then, the system wikk seei to wn- ~2 ol
dermine competition as it has in the =g
last several decades. The bureaucracy 7
will seek to preserve thestatusguo. "I
The sponsors of thrix bill represent & . 4
good crass section of the political spec- "3
trum. Joining Mr. Pxrox and mysedf .- 8
Mr. BosCEWITZ, and Mr. MrrcHEER. Our - %%
commor interest is & streng defense
brought sbout through the disciplines. - v
of competition. We wish: to see the De— 3§
fense Depsrkment apply the same .
and values for purchasing 3

stooé thre test. of time. k& works.
Mr. PRYOR. Mr President, L am.
pleased. to join today with: the Senstor: -~ <2
fronr Iows. (Mr. GRasscry?} in introduo-’ Ly -
ing the Department of Defense Pro- - i
curement Procedures Actof 1983C - A
Let me discuss the magnitude of de— I3
fense procurement. It hax been esti-- -
mated that. over 10- milliorr separate:
contracts or other procurement ac-
tions take place each year involving -4
over $106 billien at the Department oL~ -3
Defense.. Every penny is taxpayer .
mom—' . K o . e :
1t is pothing short of shocking: to- 3%
hear that competition at the Pentagon ' 38
is limited toronly 6 percent of total de- 3
fense contract dollars. This. is very dit- - B

-

would he haré ta find a: private busi- .
ness in these difficnlt ecopomic times. . °¥
that failed to seek cut the best. possi- T
For that matter, it would be Jrard: to- =
find a hrousehelder whe does not. aoat” L
Jeast m litste shopping around. .o g !
Any seif-respecting agent in. charge . %
of purchases would test- the market, -
ask  for competitive bids and them I
render & R based- on. cost. and-.
qusﬁt}’. . . Cee i . e T -9
Why has the Pentagon not brousht” "M
its procurement practices into Mme* ~{
One assumption is that competitior is- -
regarded. among professional: defense -
peopie as & troubling: annoyance and :
its absence can always be covered: up: -
by redsape and doubletalic. More cyni-
cal is the nagging possibility that con-

o

simply a part of the buddy system °
that works its way through the mili-
tary-industrial maze. Both views are’
commonly held by the-public: PN
In fairness to the Pentagon, it..
should be noted that official explana-. 3
tions have been suggested by the Gen-~ %

of Federal Procurement. Policy. Ac-
cording to_their studies, the absence of
purchase descriptions.. plus. the pres-
ence of unnecessarily restrictive speci-
fications, discourage competition.
Moreover, procurement. officers some-
times fail to undertake market analy- °
ses and find new suppliers.’ :

e -
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The least appealing of the official in the decision to negotiate & contract, or
suggestions is that many- sole-source who participates in the awarding of a nego-
contracts are awarded in response 10 tiated cont:nct should be made part of the
. . public domain. : C
upsolicited  pro . This is D0 Pg Dop contracts that are required to be

excuse, but it may offer an explana: page by formal sdvertising must be re-bid

These two centers wifl sponsor coop-
erative pPrograrg designed to build
upon their cOmMprémenLy v relation-
ships, such &s hosting mayor confer-
ences on Pacific area politjcal, cultur-
tion. An enterprising selesman calls On g1 Jesst once every three years. al, and trade relations. -
a Pentagon official, for example, ; The State of Mortana has appropri-
argues convincingly that troops need & By Mr. BAU CUS (or himself, ated $1 milliopn-to the Mansfield Foun-
pew flashlight for high ‘humidity and : Mr. MECCEEK, Mr~INOUYE, Mr. dation, Wl ‘will coordinate fundrais-
- _  dense foliage. and - then’ shows his BENTSEN, Mr. BAKER and Mr. ing activities for these two centers.
product is one logiml-possibmtyh'rhe BYRD) ] /- This bill huthorizes &n -gdditional $5
sele is final bedfore & contract is even S. 1905. &bill to authorize funds for million to be spRIQ sriated from Feder-
: . ~ the Maureen—&nd Mike Mansfield &l fuxllds, :: lax gne-t appropriation
. Studies cited the General Ac- Foundatjon; to the )mmittee on tohelp-es blish the centersi\ -
counting Office :Zve shown that com- . Labor and Human Resgurces. The foundztion will seek apiditional
petition can save 20 percent of the  MAUREEN AND MJE4 SFIZLD FOUNDATION funds from individual donoy and we
cost. In addition, -if the Defense De- Mr. BAUCUS. Mr. President, 1 am expect substantial donat)en {from Jap-

partment were to -spresd the mopey  today sducing e bill to establish anese and other PagifiCe sources, 00ce
Pround it would broaden the base of the MNaurecw-tC Mfike Mansfield Ambassador MgnsTield retires from his
S efense production. This could be es- Foundation This foundatiop has been post in Japan/ -
pecially important at the present time created to support two impportant or- I believe it/is fitting sbd proper that
as we enter what mey be 2 major ganizations: the Manstield Center for t9€ United Jtales should honor Mike
pulldup in defense. productior 8nd ex- Pacific Affairs apd-the Maureen and Mansfield in s %ey. These two cen-
penses become inflated more thap Mixe Mansfigid Center at the Oniver- ters Wil honor his career by support-
: . . ) . sity of Montana. . - ing and continuing s elong efforts
Pinally, CO tition is only right Togethek, these two centers Wi to?cmega close relations Wiln Pacific
Why should the Pentagon continue to BORCT s tareer of Mike Mansfield. P30 7R8 every sense- ik
operate according to rules of its own the Jongest-serving majo esder in _ MT President, many iNEnCy °é,ed €
O Per budgets are drastically cut the MIstory of the U.S. Sephte. Cur- and Co of ours hye /0 in
across-the-board? Government prac- rently, the Ameriean Axppéssador to Is effort S B TOnty leager (Mr.
BT . - compefition has been Japan. MAIEC e eid Is truly an BRI an e S el (-
standard procedure in the private American statesmanh end 8 world a?-nf) 531:’: o e te0 € mmgt{)
. sector for years. There is no reasop it leader. . : or D onu dstion, slong Wit
- ehould mot be followed in mmgry " The centefs also honor the contribu- Senator DANKY OUYE, m:‘:dm Sena- .
spending. . tions of Mike's wife, Maureen Mans- tor 'Scoo  Jackson, House
Pentagon officials peed  to learn field. As Mike-szid, upon his retire- S;Smpesl»exxt.m Secmt.a to
"~ what 50 many American merchants ment from the Senate, "KS conclusion P aenote, served " el n;an
* gnd menagers have known for years— has been reached in this fustance With Ry and is 8 etnio? ofpth-
that competition is good business in my. wife, Maureen Hayes Mansfield, ’}b?fr dg‘:’f‘“;he mie‘;’d gt N
both quality and cost. It is 8 lesson the who has been witp-the through all o, memEMb D Ted
Pentagon has either failed to learn or these years apd-Whose sensitive 8000 sc::wind Governor v
§s umwilling to accept. . sel, geep YAO rstanding, and great love e, o) "“ 8
> . have beeh so much & part of whatever ‘Mr. President, wiii wn€ support. of
Mr. President, I ask that & surnm msy be the'sum of my contribution.” the leadership ope to pass this bild
of the major features of the bill be  The Mansfield Cent: for Pacific Af- soon, pPossibly attached to - another
piaced in the RECORD at this point. fairs, to be constructed at Flathead measure ImOYing through Congress.
“There being no objection, the sum- Iaké in porthwestern ¥ ontana, will And I plan to.ask the Senste to in-
mary was ordered to be printed in the pring leaders in DUSITES goverm‘nent clude funds for tb is_important founda-
- and cultural sifd from nations.of' tion in the 1864 labor&p sropriations
- the Pacifie o participate in confer- bill. 1 hope my colleagues wani to
ences ayd seminars on the developing support this effort, to hppor Mike
economid. and cultural ties. in this Ma.n_sheld and to contin the_tmpor—
region. We exped that the center will mtwwkpebu arted.
host more than 60 sucir-meetings each MI President, sk unanimous con-

AR TR

. &l s AR LA

yesr on subjects ranging frgm sgricul sent e e yor of the bill be print-

taral trede to educationgl exch in the REFCORD.

program&? "o > exchange “py.re being no objection, the bill
The center’s progréss is keyed to the was ordered\to be printed In the

unparalieled growth which has charac- RECORD, &5 {010F : :

terized trade in the Pacific basin S. 180

during the past two decades. This Be it enacted by the Senc end Fouse of

growth is expectéu—a continue into Representatives of the Mhnited States of
the 21st century. The cen will work Amence in Congress g%l

stmbled,
to foster economic Erowty through - Secrion 1. TD ecretary of Education is

cen S is deﬂ;edﬁsi trade, and will 2lso be s Zeder in im- autherized to fprovide finsocial assistance n

. 3 o accordance the provisions of this Act
~ 10, Section 2305 of the United States Code- proving - internatienal understanding o the Maureen ¥nd Mike Mansfield Foun-
_"UnderSed-mzwé.l?exceptionsw!ormaJ and in elimiriating cultural berriers dation to assist in the-deveiopmel t of the
;- movertising are listed. This bill would elimi- which bave impeded exchanges aCT0oss Mansfieid Center for P cifin Aftsirs and the

twelre of those exceptions, and tichten the Pacilic. Nsureen and Mike Mznsfie)i Center st the
wtbe rest where appropriste The gencral  The Maureen end—dike Mansfield University of Montana .
P throst is to eltminate sl loopholes thal Center at the University of Montana Stc. 2. No-financiglaSistasice provided By

33 .enable contracts to be negotiated or com-
X .petitively negoliated . will conduct academie’P
- thvely bia. ot rather than compet ed to Pacific epes studies, ethics, znd

—

_ this Act may be nxEde, except upon 82 appli-

rograms relat cation st such e, in such manner. and

ey bli tfai Th jversit containing such Information s the Secre-

£~ 4. Al cost snd pricing data of negotiated public efiairs. e university PTO- tary of Education m uire.

 coptrects would be mace part of the public grams will open hew opportunities for  ssc. 3. There are auphorized to be sppro-

&-domain. The names of esch officer of em- research and study, and sttract leaders pristed such sums, no 1o exceed $5,000,000,
. of the Governmeat who participates from academic and public life. 8s may be necessary to carry out the provi-

v
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